
FEDERAL COMMUNICATIONS COMMISSION 
Washington, D.C. 20554 

In the Matter of 

OWEST COMMUNICATIONS CORPORATION 
A N D  QWEST INTEWRlSE AMERICA, INC., 

TRANSFERORS 

And 

COVAD COMMWCATIONS COMPANY A N D  
DIECA COMMUNICATIONS, INC., 

TKANSFEREES 

Application for Authority 
IO Transfer Control of Assets 

To: Competition Policy Division, Wireline Competition Bureau 

JOINT APPLICATION FOR 
DOMESTIC TRANSFER OF CONTROL 

Pursuant to Section 214 ofthe Communications Act of 1934, as amended 

(“Communications Act” or “Act”), 47 U.S.C. 4 214, and Sections 63.03 and 63.04 ofthe 

Federal Communications Commission’s (“Commission”) rules, 47 C.F.R. $ 5  63.03, 

63.04, Qwest Communications Corporation r Q C C ” )  and Qwest Interprise America, Inc. 

(“QIA”) (collectively the “Transferors”) and Covad Communications Company and 

DIECA Communications, lnc. (collectively “Covad” or the “Transferees”), hereby 

respectfully request authority to transfer control of QCC and QIA’s domestic DSL 

internet access customer base to Covad 



Transferors’ View o f  Services Provided to Customers Being Sold 

QCC :rnd QIA currently provide a bundled DSL and internet access service to 

small and medium-sized business customers. Transferors believe that their bundled DSL 

and internet access servicc constitutes an information service. not a telecommunications 

service. and is therefore not subject to Section 214 or the other requirements of Title I1 of 

the Cominunications Act.’ Transferors’ position is supported by the language of the 

Comtnunications Act itself,’ and by the Commission’s own rulings’ and statements.‘ 

Whilc Tranaferors believe this asset transfer is not governed by Title 11 of the Act, 

Transferors are seeking the Commission’s approval for this transaction under Section 214 

’ See ge17”rzlI~~. Comments of Qwest Communications International Inc., submitted May 
3, 2002, in response to the Commission’s Notice of Proposed Rulemaking. CC Docket 
Nos. 02-33, 95-20, 98-10, f n  the Mutter (,/‘Appropriale Frameworkfbr Broadband 
Ac.cp.\,s to the Internct u v ~ r  Wireline Fmilitiex, et ol., 17 FCC Rcd 3019 (2002). 

’ The Act tlelines “information service'* as “the orfering of a capability for generating, 
acquiring. storing, transforming, processing, retricving, utilizing, or making available 
infomation via teleconlmunications.” 47 U.S.C. 5 153(20). In addition, the Commission 
has equaled the tems “information service’’ and “enhanced service.” First Report and 
Order and Further Notice of Proposed Rulcinaking. /mp/emen/urion o/lhe Nun- 
Accounting Sufeguards gf Sec1ion.c 271 and 272 of the Communications Act of1 934, us 
An7ended, I I FCC Rcd 21905,21955-56 11 102 (1996). The Commission has defined 
“enhanced service’’ as any scrvice “offered over common carrier transmission facilities . . 
. which employ computer processing applications” and indicated that such services “are 
not regulatcd tinder title I1 ofthe Act.” 47 C.F.K. $ 64.702(a). 

’ In its C‘uble Modem Order, the Commission concluded that bundled cable modem and 
internet ucccss service “encompass [ ] the capabi lity for ‘generating, acquiring, storing, 
transforming, processing, retricving. utilizing, or making available information via 
telecotntnunications,”’ and therefore meet the statutoly definition of an “information 
scrvice.” Declaratory Ruling and Notice of Proposed Rulemaking, in the Molter of 
l~zqui~y Cbizcrrning High-Speed Acte.ss I O  [he Internet uver Cable and Other Facilities. 
I7  FCC Rcd 4798,4822-23 1 38 (2002). 

‘ In the  ommis mission's 1998 Rcport to Congress, i t  concluded that “internet access 
services arc appropriately classed as information, rather than telecommunications, 
services.” Report to Congress, In thc Mutter of Federal-Slate Joint Board on LJniver,wl 
Ser~ , tw .  I3 FCC Rcd 1 I 50 I ,  1 IS36 11 73 ( I  998). 
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out of a n  abundance of caution and in light of the Commission’s handling of Sprint’s 

recent discontinuance o f a  similar integrated DSL internet access service.’ 

Transferees’ View of Services Provided to Customers Being Sold 

As Covad has previously articulated before the Commission, Covad’s high-speed 

Internet access services are “telecommunications services’’ regulated under Title I1 of the 

Act.“ Accordingly, Covad joins in the submission of this Application. 

Description of the Transaction 

On March 19,2003, Trnnsferors and Transferees entered into an Asset Purchase 

Agreeincnt by which Covad agreed IO purchase QCC and QIA’s DSL internet access 

customer base.’ Transfcrors and Transferees believe that  completion of this transaction 

will incrcase competition and consumer choice in the provision of  high-speed data 

services. Approximately 99 pcrcent of Transferors’ customers are located in geographic 

areas where neither QCC, QIA nor a n y  of their affiliates serves as the incumbent local 

exchange carrier, as that term is defined in section 251(h) of the Act, 47 U.S.C. $ 251(h). 

As a resuh, apart from approximately one percent of affected customers, the bulk ofthis 

transaction qiialifies for a presumption of streamlined treatment under Section 63.03(b) of 

the Conimission’s tules. Accordingly, QCC, QIA and Covad (collectively the 

’ See Public Notice, 17 FCC Rcd 19718 (2002); Sprint Communications Co., Section 
63.7 I Application for the Discontinuance of Sprint’s Business DSL Internet Access 
Scrvice, filed October 3. 2002. 

‘See  generully, Comments of Covad Communications, In lhe M a l m  ofAppropriate 
F~~inwrvork, fbr Broadbund Accexc /o /he lnternet fiver Wireline Facilities. el a/., C c  
Docket Nos. 02-33, 95-20.98-10, 17 FCC Rcd 3019 (2002). 

’ A n  additional 550 QlA custoniers located i n  California, Illinois, Massachusetts, Texas 
and Virginia, receive DSL internet access from DSLAMs located in their office 
buildings, instead of being serviced from central offices. These customers are not being 
lrdnsfcrred to Covad as Dart ofthis sale. 
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"Applicants") request expedited review under the Commission's domestic streamlining 

rules. 

Pursuant to scction 63.04(a) of the Commission's tules, the Applicants hereby 

provide the following information in support of their Joint Application: 

(1) The nunrc. address and telephone number qf'each Applicant: 

TRANSFE:RORS. 

O W E S  I'COMMUNICATIONS CORPORATION AND 
QWEST INTERPRISE AMERIC-A, INC. 
1801 California Street 
Denver, Colorado X0202 
(303) 992-1400 

TR,~.YSFERLXS: 

C:WAD C O M M ~ J N I C A T I O N S  COMPANY A N D  

3420 Central Expressway 
Santa Clara, California 95051 
(408) 6 16-6500 

[)IECA COMMUNICA'IIONS, INC. 

( 2 )  TI7e govcrn~nen/, .rtalc or terri/oi:v under the laws of which euch corporale 
or ptwtncrship Applitunt i . ~  orgunized: 

T~an.y/tvor,v: 

Qwest Communica~ions Corporation is a corporation formed under the 
laws of the Statc of Delaware. Qwest lnterprise America, Inc., is a 
corporation formed under the laws of the State of Colorado. 

Tran,y/@i-re.c: 

Covad Communications Company i s  a corporation formed under the laws 
or the State of California. DlECA Communications, Inc., is a corporation 
formed under the laws of the State of Virginia. 

Ihe nnmt'. t i t le po.ct office uddress and relephone riumber of the ofJicer or 
contact poinr, .such L I . ~  Iegd cozimcl, io "horn correspondence concerning 
/he Applic,ntion i,r /o be rrddressed: 

(3) 
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Trurrsfevors: 

Aimee Jimenez, Esq. 
Senior Attorney 
Qwest Communications International Inc 
1801 California Street, Suite 4900 
Denver, CO 80202 
Telephone: 303-672-1 774 
Facsimile: 303-295-7049 
Einail: axjinie5@qwest.com 

With m y v  1 0 :  

Brian Humphrey, Esq. 
Holme Roberts &Owen LLP 
I700 Lincoln Street, Suite 4100 
Denver, CO 80203-4541 
Telephone: 303-866-0399 
Facsimile: 303-866-0200 
Einail: humpIirb@hro.com 

Iruns feree.~: 

Praveen Goyal 
Senior Counsel for Goveminent & 
Regulatory Affairs 
Covad Coininunications 
600 l4"'St., NW 
Suite 750 
Washington, DC 20006 
Tel. (202) 220-0400 

(4) The irame, addre,c.c, citizenship tmdpri~~clpal business of any person or 
eti/i/y /ha/ diredly or indirectly owis ut 1eac.r 10% oj'lhe equity ofeach  
Applic.trnt, und the percentuge of eqriily owned by each ofrhosr entitie.s (lo 
rhe nearesl one ( I )  percrnr): 

Tram/& .o~.Y: 

Naine: Qwest Communications International lnc. 
Address: I801 California Street, Denver, CO 80202 
Citizenship: United States 
Principal Business: Telecommunications 
Percent Held: 100% indirect interest in QCC and Q1A 

100% direct interest in Qwest Services Corporation 
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Name: 
Address: 
Citkenship: 
Principal Business: 
Percent Held: 

Name: 
Address: 
Citizenship: 
Principal Business: 

Percent Held: 

Name: 
Address: 
Citizenship: 
Principal Business: 

Pcrccnt Held: 

Name: 
Address: 

Citizenship: 
Principal Business: 
Percent Held: 

Narnc: 
Address: 

Citizenship: 
Principal Business: 
Percent Hcld: 

Qwest Services Corporation 
1801 California Street, Denver, CO 80202 
United States 
Telecorninunications 
100% direct interest in QCC and QIA 

Anschutz Company 
555 17Ih Street, Suite 2400, Denver, CO 80202 
United States 
Transportation, natural resources, real estate, sports, 
entertainment, telecommunications 
16.6% direct interest in Qwest Communications 
International Inc. 
16.6% indirect interest i n  QCC and QIA 

Phillip F. Anschutr 
5 5 5  17Ih Street, Suite 2400, Denver, CO 80202 
United States 
Transportation, natural resources, real estate, sports, 
entertainment, telecommunications 
100% direct interest in  Anschutr Company 
16.6% indirect interest in QCC and QIA 

FMR Corp. 
82 Devonshire Strcct, Boston, Massachusetts 
02 I09 
United States 
Institutional Investor 
100% direct interest in Fidelity Management & 
Research Company 
10.5% indirect intercst in QCC and QIA 

Fidelity Management & Research Company 
82 Devonshire Street, Boston, Massachusetts 
02109 
United States 
Institutional liivestor 
10.5% direct interest in Qwest Communications 
International Inc. 
10.5% indirect interest QCC and QIA 

T~on.+erres ' 

Both Covad Coininunications Company and DlECA Communications, 
Inc., are wholly-owned subsidiaries of Covad Communications Group, 
Inc., a corporation formed under the laws of the State ofDelaware. No 
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cntity or individual has 10 percent or more ownership interest in Covad 
Communications Group, Inc. The address of Covad Communications 
Group, h c . ,  is 3420 Central Expressway, Santa Clara, California, 95051. 

Certilicutionpiirsuu,it IO jf 1.2001 through 1.2003 offhis chuprer Ihat no 
pa@ to /he Appliculion is .subject to denial oj’Federul bene/ir.cpLir.suanr IO 

Section 5301 ofthe Anli-Di.ug Abuse Act of1988. 

As evidenced by the signatures to this Application, the Applicants 
respectively certify that no party to this Application is subject to denial of 
Federal benefits pursuant to section 5301 of the Anti-Drug Abuse Act of 
1988. 

(5) 

(6) A de.ccriprion of the rruiisucriun: 

The transaction consists of the sale to Covad of QCC and QIA’s business 
ctistomers who purchase a n  integrated DSL and internet access service 
from QCC and QIA (cLcustotner base”). The customer base is the asset 
being transferred, consisting of the customer contracts and customer 
account information. The customer base largely consists of small and 
inedium-sized businesses in the states of California, Delaware, District of 
Columbia, Illinois. Indiana. Kansas, Maryland, Massachusetts, Michigan, 
Missouri. New Jerscy, Ncw York, Ohio, Pennsylvania, Tcxas and 
Virginia, who purchase a bundled DSL internet access service from Q I A .  
Thesc approximately 23.000 customers are located i n  areas where neither 
QIA nor a n y  of its affiliates serves as the incumbent local exchange 
carrier, as that tenn is dctined in section 25 l(h) of the Act. 

A small number ofapproxiinately 330 business customers being 
transfcrrcd purchase he i r  bundled DSL internet access from QCC on a 
resale basis. QCC resells to these customers the underlying services 
offered by Covad and WorldCom. These custoiners are located in 
Alabama. Arizona, Cali fomia, Colorado, Connecticut, Florida, Georgia, 
I Ilinois. Louisiana, Massachussettes, Michigan, Minnesota, Nevada, New 
Hampshire. New Jersey, Ncw Mexico, New York, North Carolina, 
Oregon, Pennsylvania, Rhode Island, Utah, Virginia, Washington and 
Wisconsin. Some of these 330 customers are located in states (Arizona, 
Colorado, Minnesota. New Mexico, Oregon, Utah and Washington) where 
QCC’r affiliate Qwest Corporation is the incumbent local exchange 
carrier. 

Upon coinplction of the transaction, and i n  accordance with section 
64. I 120(e) of the Commission’s niles, 47 C.F.R. 64.1 120(e), Covad will 

’ A n  additional 550 out-of-region DSL inlemet access customers are not part of this 
transaction. See note 7, .szipru. 
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commence transitioning the customer base to its own nationwide data 
network. 

A de.ycriplion ofthe geographic owus in which lhe transferor and 
tran+we (arid their affiliute.:) off.. domestic telecommunications 
services. und whal services are provided in each area: 

rr.clns/&Jrs: 

(7) 

Transferors QCC and QIA are affiliate companies that are 100 percent 
owned by Qwest Services Corporation, which is 100 percent owned by 
Qwest Communications International Inc. 

QCC provides interstate, intcrLATA services as a facilities-based carrier 
and on a resale basis, operator services, and competitive local exchange 
services ouL-of-region, i.e., outside of the region in which Qwest 
Corporation provides local exchange service as the incumbent carrier. 
QCC provides bundled DSL and internet access service as a reseller i n  the 
states idtntified in Section (6). QIA provides out-of-region frame relay 
and privatc line services. QlA provides bundled DSL and internet access 
service to out-of-region customers in the states identified in Section (6). 

QCC and QlA have several affiliates that also provide domestic 
telecomiiiuiiications services. In particular, Qwest Corporation is a local 
exchange carrier that provides local exchange telecommunications, 
exchange acccss. information access. data, wireless, and intraLATA long 
distance services pursuant to tariff and contract in the 14 states of Arizona, 
Colorado, Idaho, Iowa, Minnesota, Montana, Nebraska, New Mexico, 
North Dakota, Oregon, South Dakota, Utah, Washington, and Wyoming 
(“in-region”). Qwest LD Corp. provides interstate, interLATA resale 
services in Colorado, Idaho, Iowa. Montana, Nebraska, North Dakota, 
Utah ,  Washington, and Wyoming. Qwest Wireless, L.L.C. provides 
cominercial mobile radio service within Qwest Corporation’s in-region 
states. USLD Communications, Inc. provides interstate, interLATA 
services and operator services out-of-region. 

Tnxyferee.v: 

Covad currently provides facilities-based high-speed data 
telecommunications services to more than 417,000 residential and 
business custoniers i n  Alabaina. Arizona, California, Colorado, 
Connecticut, the District of Coluinbia, Delaware, Florida, Georgia, 
Illinois, Indiana, Kansas, Kentucky, Louisiana, Massachusetts, Maryland, 
Michigan, Minnesota, Missouri, North Carolina. New Hampshire, New 
Jersey, New Mexico, Nevada: New York, Ohio, Oregon, Pennsylvania, 
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Rbode lsland, Tennessee, Texas, Utah, Virginia. Washington, and 
Wiuconain. 

( 8 )  A . s~utcn im as to hoM, /he Applicationjits into one or more oflhe 
pre.rump/ive sireamlined calegories in [his section or why i r  is ofhenvise 
uppropr.iutc,for .streamlined treatment: 

The Applicants respectfully request streamlined review of this application. 
This application raises no novel question of fact, law, or public policy. 
Furthennore, this transaction is unlikely to raise the potential of any public 
interest hann. In fact, as explained below, this transaction will benefit 
competition and long-term consumer choice for high-speed data services. 
The Commission has explicitly stated tha t  “all applications are eligible for 
streamlined processing” and could be afforded streamlined treatment on a 
case-by-case basts. 

No market share concern is implicated in this transaction. The vast 
majority of customers being acquired by Covad, approximately 23,000, 
are located outside of the states where QCC and QIA’s affiliate, Qwest 
Corporation, is the incumbent local exchange carrier. Thus, apart from the 
sinall minority of affected customers who are in-region (namely, some 
portion of QCC’s 330 resale customers), the Applicants qualify for 
presumptive strcamlined treatment under Section 63.03(b)(ii) of the 
Commission’s domestic streamlining tules. The fact that 23,000 of the 
custoiners being transferred qualify for presumptive streamlined treatment, 
as  compared with some portion of QCC’s 330 resale customers, weighs 
strongly in favor of grmting streamlined processing to this application. 

Furthennore, because the transaction involves the sale of customers to 
Covad, ii non-dominant competitor to Qwest, the fact that some portion of 
QCC’s 330 resale customers are located in-region works to reduce, not 
incrcase Qwest or its affiliates’ market share in-region. The effect of this 
transaction will be to increase competition in both geographic sectors ~ in- 
region and out-of-region. For these reasons, the Commission should 
afford thc Applicants streamlined treatment. 

lderiiIficotiou ~f ’ r r l l  orher Commi,v.sion app1ication.c related 10 rhe .same 
tr.unsuclion: 

There are no pending applications by the Applicants related to this 
transaction. 
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‘I Sec In /he Muucr of Implementu~iori QfFziriher Srreamlining Measures for Domestic 
Section 214 A2r/liorizrrfion.F, Report and Order, I7  FCC Rcd 551 7, 5535 7 34 (2002). 
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( IO)  A stalemen/ oj whether /he App1icatit.c are reque,Pring special 
considermion hecnuse either party to the transucrion kfacing imminent 
busine.c.c,failure: 

The Applicants are not requesting special consideration 

Idetilificurion of uny .cepurrrre!v,filed waiver requesrs being sought in 
conjimctioii ~ l i t l i  the trunsucrion: 

The Applicants have not separately filed any waiver request in conjunction 
with the transaction described herein. 

(1 1 )  

( 12) A .elalemmt showing how grunt g/ the Application will serve the public 
interest. convenience arid neces,city, including uny uddilional injorma/ion 
/hat mriy he ner'esuarj~ to slrow the effect of /he proposed transuction on 
competition in domestic murkerr: 

The Applicants respectfully submit that approval by the Commission of 
the transaction described herein would serve the public interest, 
convenience and necessity, as required by Section 2 14 of the Act, and the 
Commission's rules. Approval of this transaction will immediately benefit 
the Applicants and in the long mn increase competition and consuiner 
choice in the provision of high-speed services. The transaction provides 
the Transferors increased liquidity. The transaction will allow Covad (the 
Transferees) to realize greater efficiencies and economies of scale in the 
provision of high-speed services to its customers. As a result, Covad will 
be able to compete more effectively to provide high-speed data services. 
Increased conipctition will lead to lower prices, better service, and 
increased choice for consumers. [ n  addition, Covad has developed a 
special program called Covad Safety Net to help members of the customer 
base transition to Covad's nctwork and ininiinire any service disruptions. 
Accordingly, the proposed transaction benefits the Applicants and 
consumers alikc and serves the long-term public interest. 
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whcrcfore, id considcratlon of the foregoing, the Applicants rrspmfuily mquat 
that the transfer of contml of QCC and QIA's DSL internet access customer base to 
Covad be approved. 

Respeccflrlly submitted, 

QWEST COMMUNICATIONS CORPORATION 
AXD QWEST INTERPRISE AMERICA, INC. 

/l n 

Qwesr Comm&ications International Inc. 

and 

COVAD COMMUNICATIONS COMPANY AND 
DIECA COMMUNICAnONS 

,- / If"c. 

Pravcen Gopl 

Regularary A E m  
Covad Communicatiom 

Datcd: April 15,2003 
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